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Commissioner Susan Ness

Federal Communications Commission
1919 M Street, NW

Washington, D.C. 20554

Re: Meeting
Dear Susan:

In anticipation of our upcoming meeting scheduled for Tuesday, May 31, 1994 at
2:00pm, I am enclosing a copy of BET Holdings, Inc.’s 1993 Annual Report. I am also
enclosing a copy of our ex parte filing in the Cable Rate Regulation and PCS proceedings.

We look forward to meeting with you next week.

Very s
. Coley

P.S. Congratulations on your confirmation! It was great speaking with you concerning your
staffing issues. I have some ideas and will get back to you shortly. '

Enclosures

cc: Robert L. Johnson
Debra L. Lee, Esq.
Len Kennedy, Esq.

No. of Copies rec’d%
List ABCDE
Black Entertainment Television
1232 31st Street, N.W.
Washington, D.C. 20007
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Senior Vice President
Legal Affairs '
. May 9, 1994

Mr. William F. Caton

Acting Secretary -
Federal Communications Commission
1919 M Street, NW

Washington, D.C. 20554

Re: Ex Parte Meeting
MM Docket No. 92-266 - Cable

Dear Mr. Caton:

On behalf of BET Holdings, Inc. and pursuant t0 Section 1.1206(a) of the Commission’s
Rules, this letter will constitute notice that on May 3, 1994, Robert L. Johnson, President and
Chief Executive Officer, Debra L. Lee,Euq.,EmﬁwVicePreddmtdemalCounnl,
and Maurita K. Cohy,SnaiorVicerﬁMt,anlAffﬁn,ofBETdeinp,lnc.,Mwim
CMMB.HM“MSW,AWMW,&W“MM
issues in the Commission’s "Cable Rase Regulations® and "PCS Competitive Bidding"
rulemaking proceedings. lErHolding,hw.'svmmﬂummﬁveimudimmdm
indicated in the attached summary. Anoﬁ;imlandonecopyofmisletmhnbmsubnﬁmd
to the Secretary. :

Should any questions arise in connection with this notification, please do not hesitate to
contact the undersigned.
Attachment ?
cc:  Chairman Reed E. Hundt - Room 814

Ms. Merrill Spiegel - Room 814

Commissioner Andrew Barrett - Room 844

Byron Marchant, Esq. - Room 844

william E. Kennard, Esq. - Room 614

Commissioner James Quello - Room 302
Brian Fontes, Esq. - Room 802

Black Entertainment Television .

1232 31st Streat. N.W.
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BET HOLDINGS, INC,
CABLE RATE REGULATION QOVERVIEW

MM Docket No. 92-266

Ala Carte

The Commission’s rate regulations as they relate to programmers are helpful to the extent
that they discourage operators from taking cable networks off a regulated package and
transferring them to an unregulated 3 |a carte peckage. However, further refinement of the
regulations is necessary with respect to the provisions for adding channels.

Adding Channels

The current regulations allow a cable operasor desiring to add a channel 2 minuscule per
channel adjustment plus a pass through of the external cost and a 7.5% mark-up of the external
cost factor. This formula provides virtually no incentive to add low priced cable networks and
actually gives operators the incentive to add high priced channels to take advantage of a higher
mark-up. Note that a 7.5% mark-up of a cable ssrvice, such as BET, priced at $0.10 is only
$0.007S, which is less than a penny. This result is particularly harmful to minority-targeted
services, such as BET, which cannot charge the same rates as high-priced, mass appeal channels.
For example, an operator adding BET to a 46 channel system would only be able to realize a
profit of $0.02 per subscriber: $0.01 per chanmel adjustment plus a pass through of the cost
($0.10) plus a $0.01 mark-up of the cost [$0.10 x .075 (rounded up)]. The obvious incentive
for an operator would be to add a higher priced channel for which a higher mark-up could be

recovered.

If the "Adding Channels” provision is %o be "program neutral,” the formula should be
changed from a "cost plus percentage mark-up of cost” to a "cost plus flat number.” Otherwise,
operators will always choose to add higher priced, mass appeal services.

Minority Channels Feature

The 1992 Cable Act specifically acknowiedged the need for diversity in programming and
wﬁmﬂyﬁdmmwmpm«mnadqmmmnmbymmmgm
minority leased access channeis provision under Section 612(h)(i)(1) and (2) of the Act and
Section 76.977 of the Commission’s rules. (See astached.) Under this provision, Congress
allows cable operators to designate a portion of their mandatory leased access channels for
carriage of minority programming.

BET submits that in view of Congress’ expressed concern about minority programming,
the Commission’s regulations should include an additional incentive for operators to add
minority-oriented channels to encourage the development of diversity in the availability of
programming choices. We propose that in addition to whatever standard mark-up formula the
Commission adopts, a "minority channels” feature should be added which would be doubie the
standard mark-up. For example, under the current proposed regulations which provide for a



7.5% mark-up over costs, the Commission should allow a 15% mark-up over cost for adding
a minority channel. If a cost plus flat-rate mark-up is adopted, the Commission should double
the amount of the flat rate mark-up if the operator adds a minority channel.

In addition to the: ibove, the Commission should give operators an additional incentive
to add more channels, based on a sliding scale formula. Again, the rationale for this additional
"kicker" is to encourage operators to open-up more channels. We submit that encouraging
operators to add channels increases opportunities for diversity in program choices for consumers
by increasing the likelihood that operators will add minority programming.

EXAMPLE:

For example, an operator which added three (3) channels would get the standard

recovery-plus formula; adding six (6) channels would allow recovery of the standard recovery-

plus formula, plus an additional add-on, e.g., 10%; addition of nine (9) channels wouid get the
standard recovery-plus, plus a 15% add-on.

If the Commission amended its regulations as we propose, the formula would look like
this for an operator adding BET to a 46 channel system:

Per Channel Adjustment

Factor from table: .01
- plus -

External Cost .

Pass Through for BET: .10
- plus -

Program Mark-up: 20% or $0.15 (if flat rate)
- plus -

Minority Channel )

Mark-Up: 40% or $0.30 (if flat rate)



In addition, if the operator added BET along with, for example, 5 other channels, it
would get to take an additional 10% of the entire mark-up of all 6 channels as illustrated below:

Numi f Cl Is Added \dditional Mark-U
0-3 0
4-6 10%
7+ . 15%

Using the example set forth above, an operator would get an additional $0.08 mark-up
if it added BET and § other channels for a total of 6 channels.
Additional Mark-up for
Adding Multipie Channels
(10% x S channels @ $0.15) .05
- p{us -

10% x 1 channel (BET)
at $0.30 A3

Total Additional Mark-up
for Adding Muitiple Channels .08

well as in an 2 la carie package option. While such an arrangement would be subject to
negotiations between the cable operator and the csble programmer, the Commission’s
encouragement of this option would assist in its implementation.



BET HOLDINGS. INC,

PCS OVERVIEW
Competitive Bidding
PP Docket No. 93-253

The advent of Personal Communications Services ("PCS") offers unparalleled
opportunities for designated entities wishing to participate in the development of emerging
technologies. The Commission is in the unique position of establishing a nationwide licensing
and service framework that will include a wide variety of diverse individuals and businesses.

° Set-asides. Set-aside blocks are critical to designated entity success in the broadband PCS
auctions.

L Bidding Cradits. In addition to set-aside blocks for broadband PCS, the Commission
should offer significant bidding credits to designated entities. Due to the highly competitive
nature of the auctions and the considerable costs of constructing to the Commission’s build-out
requirements, a significant bidding credit is necessary to support and encourage designated entity
participation.

® Installment Payments. The Commission should permit all designated entities, not just
small businesses, to defer payments for their licenses through installment payment plans.

° Tax Certificates. The availability of tax certificates is important to designated entity
participation in broadband PCS. Tax certificates will permit designated entities to attract needed
capital. Tax certificates should be made availsble when an auction winner sells a license to a
designated entity and when a designated entity sells a minority interest to a non-controlling
investor.

° Preference Eligihility. The Commission’s definitions of control for minority based
preferences are overly restrictive. D¢ facto control in the designated entity is sufficient,
regardless of whether the 50.1% equity ownership requirement is met. Permitting designated
entity control in the operation of PCS systems will satisfy Congress’ intent to encourage
designated entity participation.

plic Aissio ferences. The preferences afforded to designated entities
shwldnotbehmxtedsolelytosma.uerhcenseblocksorasmglefonnofprefermce such as a
bidding credit.




Communications Act of 1934
§ 612
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is obscene, er is in conflict with ssmmunity standards in that it is lewd, lascivious,
muz.ahmugmwbymma

T *Yik1) Netwi the provisions of subsections (b) and (c),
a cable operator required by this ssction to dess channel capac-
ity for commaercial use may use any such channel capacity for the
provision of programming from & quselified minority programming

source or from any quelified educstional 1.4 sourcs,
wmwuqmwwth acbkopufunr.ﬂu
channel capacity used to ; a qualifted mi-
-m:ymmwmw#my educational pro-

source te subsection may not exceed 33 per-

gramming pursuant
cent of the channel capacity designated pursuant to this section. No
programming provided over & oable system on July 1, 1990, may

qualify as minority or educational programming on
that cable system uu£r this subsection. P d
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Communications Act of 1934
§ 612

-

“(9) For purposss of this subsection, the term ‘qualified minority
programming source’ means a programming source which devotes
substantially all of its programming to coverage of minority view-
points, or to programming directed at members of minority groups,
and which is over 50 percent minority-owned, as the term ‘minority’
is defined in section SONiXINCX;
= 3) For purposss of this subsection, the term ‘qualified educa-
tional pregramming source’ means & programming source which de-
votes Isubuum'dly cll':.f; its wm to educstional orfimti:‘c-
tional programming that promotes ing of mathe-
M“:da”:lulcmﬂumh " %‘m 815300.000.
men iture on program 1 .
The annual expenditure on programming meens all annual costs in-
curred by the ming source to produce or acquire programs
which are scheduled to be televised, and specifically excludes mar-
keting, promotion, satellite transmission and operational costs, and
general administrative costs.
‘“t4) Nothing in this subsection shell :ubtmun{br the require-
ments to ; noncommercial educational television sta-
tions as ; under section £15.".
“GX1) Within 130 days following the date of the enactment of
this subsection, the Commission shell’ promulgate regulations de-
signed to limit the access of cAildren to indecent ini.u
deﬁudbym‘:?nhﬁmudwﬁchmbcopcmm ave
not volunterily prohibited under subsection (A) by—~

‘YA) requiring cable operaters to place on a single channel
all indecent programs, as identified by program providers, in-’
tcudnd‘or carriage on channels designated for commercial use
under tAis section;

‘@B) iring cable operators to block such u’rflc channel
uniless the subscriber requests access to such channel in writing;

and .
“(C)nﬂurm‘ mers to inform cable operators if the
program would m: as defined by Commission regula-
tions,
‘(2) Cable operators shall comply with the regulations promul.
gated pursuant to paragraph (1).".

“Sxc. 613. (a) (1) It shall be unlawful for persen to be a cable
mr“mw«“lcmm“’
owns or controls, licenses of a :whh. broadcast station
the predicted grade B contour of covers any portion of
the community served by such br’s cable system. .

“(!)ltM&un}aayMﬁaa&kwwholdclm
for multichannel multipoint distribution servics, or to offer satellite

. master antenna television service separate and apert from any fran.
chised cable service, in any portion of the franchise area served by
that cablf( by s cablcmlm The Commission m — for all

‘ waive requirements of tAis paragraph
existing multichannel multipoint distribution services and sat-
ellite master antenna televigion services which are owned by a
cable tor on thedcuafmcmutofthicparnnnfh:cnd

‘/B) may waive the requirements of this paragraph to the
extent the ission determines is necessary to ensure that
all significant portions of a franchise area are able to obtain

video programming.”.
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(g) To be afforded relief, the petitioner must show by cle:z
and convincing evidence that the cable operator has violated tr
Commission’s leased access provisions in 47 U.S.C. § 532 or
§§ 76.970 and 76.971, or otherwise acted unreascnably or in bad fait
in failing or refusing to make capacity available or to charge lawfu
rates for such capacity to an unaffiliated leased access programme:

(R) During the pendency of a dispute, a party seeking to leas
channel capacity for commercial purposes, shall comply with tf
rates, terms and conditions prescribed by the cable cperator, subjec

to refund or other appropriatg‘:tncdy.

§ 7 77

> 11 » .

(a) A cable cperator required by this section to designat
cHannel capacity for commercial use pursuant to 47 U.S.C. § 532, m:
use any such channel capacity for the provision of programming f£xc
a qualified minority programming source or from any qualifie
educational programming source, whether or not such scurce
affiliated with cable operator. The channel capacity used to provic
programming from a qualified minority programming source or from ar
qualified educaticnal programming scurce pursuant to this Section m:
not exceed 33 percent of the channel capacity designated pursuant t

47 U.s.C. § 532.

(b) For purposes of this section, a qualified ainorit
programming source is a programming source that davotes substantiall
all of its programming to coverage of minority viewpoints, or t
programming directed at members of minority groups, and which is ove

50 percent minority-owned. .

(c) For purposes of this section, a qualified educationi
programming scurce is a programming source that devotes substantial!
all of its programming to educational or instructional programmi:
that promotes public understanding of mathematics, the sciences, t!
humanities, or the arts and has a documented annual expenditure ¢
proegramming exceeding $15 million. The annual expenditure ¢
progranming means all annual costs incurred by the programming sour:
to procduce or acquire programs which are scheduled to be televise
and specifically excludes  marketing, promotion, satellif
ransmission and operational costs, and general administrative cost:

(@) For purposes of paragraphs (b) and (c) of thisg sectioc;

| "scbstantially all” means that 90% or more of the prograrning offer

nust be devoted to minority or educational purposes, as defined
paracrazhs (b) and (¢) of this section, respectively.

(e) Tor puzposes of sukgection (b), "minority" is definecd
in 47 U.S.C. 309(1i) (3) (c) (1i) to include Blacks, Hispanics, Americ
~nZlans, Alaskz Natives, Acians and Pacific Islanders. o

-ws wbuen
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